Crushing Debt or Savvy Strategy? Financial Literacy and Student Perceptions of their Student Loan Debt by Markle, Gail
Journal of Student Financial Aid 
Volume 49 Issue 1 Article 4 
12-19-2019 
Crushing Debt or Savvy Strategy? Financial Literacy and Student 
Perceptions of their Student Loan Debt 
Gail Markle 
Kennesaw State University, gmarkle@kennesaw.edu 
Follow this and additional works at: https://ir.library.louisville.edu/jsfa 
 Part of the Educational Sociology Commons, Higher Education Commons, and the Higher Education 
Administration Commons 
Recommended Citation 
Markle, Gail (2019) "Crushing Debt or Savvy Strategy? Financial Literacy and Student Perceptions of their 
Student Loan Debt," Journal of Student Financial Aid: Vol. 49 : Iss. 1 , Article 4. 
Available at: https://ir.library.louisville.edu/jsfa/vol49/iss1/4 
This Research Article is brought to you for free and open access by ThinkIR: The University of Louisville's 
Institutional Repository. It has been accepted for inclusion in Journal of Student Financial Aid by an authorized 
administrator of ThinkIR: The University of Louisville's Institutional Repository. For more information, please 
contact thinkir@louisville.edu. 
Crushing Debt or Savvy Strategy? Financial Literacy and Student Perceptions of 
their Student Loan Debt 
Cover Page Footnote 
The author is grateful to the anonymous reviewers for their insightful comments. 
This research article is available in Journal of Student Financial Aid: https://ir.library.louisville.edu/jsfa/vol49/iss1/4 
Journal of Student Financial Aid  Center for Economic Education at the University of Louisville  Vol. 49, N1, 2019                1 
Crushing Debt or Savvy Strategy? Financial Literacy and Student 
Perceptions of their Student Loan Debt 
By Gail Markle 
 
 
 
Almost three quarters of American college students use loans to fund their college education, 
although according to public discourse student debt is a critical problem. Grounded in social 
reproduction theory and consumer socialization theory this study examines the influence of 
financial literacy on students’ college financing decisions, perceptions of student loan debt, and 
education-related behavior. A sample of 429 undergraduate students selected using systematic 
cluster sampling from a large public university in the southeast completed a survey containing 
closed and open-ended questions. Participants reported moderate levels of financial literacy 
(72.3%) and student loan awareness (62.7%). Only 20% of students in this sample used estimated 
college expenses to determine how much to borrow. Students with higher levels of financial literacy 
were more likely to view their student loan debt positively as a financial strategy, were less 
concerned about their ability to repay their loans and made better financing and education-related 
decisions compared to students with lower levels of financial literacy. Students with lower levels of 
financial literacy were more likely to make counterproductive decisions. Student loans are an 
increasingly necessary strategy for educational attainment; their effective utilization requires a level 
of financial literacy which most students do not possess. 
 
 
 
Keywords: Student loan debt, financial literacy, social reproduction theory, consumer socialization theory 
 
 
 
 
 
 
 
ccording to a recent Harvard University Institute of Politics poll, 57% of Americans aged 18 – 29 
consider student loan debt to be a major problem for young people in the U.S. (Harvard University 
Institute of Politics, 2014). This is not surprising given the pervasiveness of media headlines such as 
these: “Student Loan Debt In 2017: A $1.3 Trillion Crisis” (Friedman, 2017); “Why the Student Loan Crisis 
Is Even Worse Than People Think” (Kantrowitz, 2016); “Student Debt May Prevent Some Americans 
From Buying Homes” (Mitchell, 2017); “Haunted by Student Debt Past Age 50” (New York Times 
Editorial Board, 2017); “The Student Loan Crisis isn't Just a Millennial Problem” (Hoover, 2016). Student 
loan debt has increased dramatically over the last two decades. In 1995, 53.7% of college students borrowed 
an average of $11,491, and in 2015 70.9% of college students borrowed an average of $35,051 (National 
Center for Education Statistics (NCES), 2016). At the close of 2016, outstanding student loan debt reached 
$1.31 trillion, with 44.2 million borrowers owing an average of $37,172 (Federal Reserve Bank of New York, 
2017). 
 
The growth of student loan debt can be attributed to four main factors: rapidly rising costs of attending 
college, significant increases in student enrollment, changing demographics of the student population, and  
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the growth of for-profit educational institutions. In 2016, tuition and fees at 2-year public institutions  
averaged $3,520, at 4-year public institutions these costs averaged $9,650, and at private nonprofit 4-year 
institutions these costs averaged $33,480 (NCES, 2017). Over the last 20 years, this represents an increase of 
56% for 2-year public institutions, an increase of 111% for 4-year public institutions and an increase of 68% 
for 4-year private nonprofit institutions. In 2016 tuition, fees, and room and board at 4-year public 
institutions averaged $20,090; at 4-year private nonprofit institutions these costs averaged $45,370 (NCES, 
2017). This represents an increase of 83% for 4-year public institutions and an increase of 61% for 4-year 
private nonprofit institutions over the last twenty years.   
 
The relationship between college costs and student loan debt has become symbiotic, with an increase in 
one engendering increases in the other. The availability of student loans has made students and their parents 
less sensitive to price, thus expanding the pool of potential institutions from which to choose (Fossey, 
1998). Once students and parents conclude they must finance college through loans, they rationalize that 
since they are going to accrue debt anyway, they might as well consider colleges and universities previously 
considered out of reach due to cost (Hearn & Holdsworth, 2004). The removal of cost as a constraint to 
choice has fueled competition among institutions for student/consumers. Institutions are now compelled to 
offer an ever-broadening array of amenities, such as professional grade athletic stadiums, elaborate student 
“wellness” centers, cutting edge culinary facilities, and luxury residential accommodations (Mumper & 
Freeman, 2011). These expensive amenities are funded through tuition increases which in turn require 
increased student borrowing, resulting in an upward spiral of increasing costs and student debt (Best & Best, 
2014). 
 
The inherent purpose of financial aid is to make higher education accessible for those students who 
could not otherwise afford the cost of tuition. This democratization of higher education has led to both an 
increase in the number of students enrolled, and a change in the demographic composition of the student 
population. A total of 20,389,000 students enrolled in postsecondary institutions in Fall 2015, representing a 
34% increase over the 2000 enrollment of 15,312,000 (NCES, 2017). This is a function of both a 15.4% 
increase in the U.S. population aged 18 to 24 between 2014 and 2000, and a 12.7% increase in enrollment 
rates of 40.0% in 2014 over 35.5% in 2000 (NCES, 2017). During this same period the proportion of the 
student population consisting of minority students has risen to 44% and first-generation students to 32% 
(NCES, 2017). Students from these groups tend to enter college with fewer financial resources and are more 
likely to finance their education using student loans (King, 2002). 
 
The rapid increase in student loan debt and its catastrophic representation in the media have resulted in 
the construction of student loan debt as a social problem (Blumer, 1971; Spector & Kitsuse, 1987). 
According to Best and Best (2014) the social problem of student loan debt can be chronologically 
categorized into four “messes.”  During the 1950s and 1960s the high cost of college prohibited access for 
“promising” students of lower income and therefore “wasted the nation’s brainpower” (Best & Best, 2014). 
This problem was resolved through the inception of the federal government’s student loan program. During 
the 1970s and 1980s loan defaults were higher than expected and the focus of attention turned to “deadbeat 
students,” leading policy makers to institute more stringent controls, such as eliminating debt discharge 
through bankruptcy, in an effort to lower default rates (Best & Best, 2014). The third “mess” began in the 
1990s as former students saddled with a “crushing burden of debt” were forced to constrain their lifestyles 
in order to manage their debt and new students had to make difficult choices such as working while 
enrolled, choosing less expensive institutions, and perhaps rethinking their choice of major (Best & Best, 
2014). The fourth and current “mess,” the “for-profit bubble,” calls attention to for-profit institutions, 
whose students have higher levels of debt, lower graduation rates, and higher loan default rates than public 
or private institutions (Best & Best, 2014).  
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Best and Best (2014) argue that the social problem of student debt has evolved as the consequences of 
the solutions for each “mess” generated a subsequent “mess,” a process Fine (2006) refers to as “the 
chaining of social problems.” How a social problem becomes defined affects the meaning of the problem 
and its importance, assigns moral valence to the stakeholders, and delimits the means considered for its 
resolution. To better understand the social problem of student loan debt this study examines the following 
research questions:  
 
RQ1: How do students decide how much to borrow? 
RQ2: How do students perceive their student loan debt? 
RQ3: How does financial literacy influence students’ perceptions of their student loan debt? 
RQ 4: How do students’ perceptions of their student loan debt influence their education-related  
           behavior? 
Theoretical Framework 
 
To examine the influence student debt has on attitudes and education-related behavior this study combines 
two theoretical frameworks, social reproduction theory (Bourdieu, 1977; Bourdieu & Passeron, 1990) and 
consumer socialization theory (Moschis & Churchill, 1978). Since the purpose of financial aid is to enable 
access to higher education for students with limited financial resources, social reproduction theory facilitates 
an understanding of the ways in which social class influences higher education-related choices such as 
whether to attend college (Perna, 2006), which institution to attend (Paulsen & St. John, 2002), and how to 
finance one’s college education (McDonough & Calderone, 2006; Soria, Weiner, & Lu, 2014; Xue & Chao, 
2015). According to social reproduction theory the education system reproduces, legitimates, and naturalizes 
social class inequalities (Bourdieu, 1977).    
 
Bourdieu argues that an individual’s social status is determined by capital, of which there are three types 
(1986). Economic capital consists of money and other assets which are convertible into money. Social 
capital refers to resources derived from an individual’s network of relationships or “connections.” Cultural 
capital refers to symbolic characteristics transmitted to an individual through their class position. Cultural 
capital takes three forms: embodied (dispositions of the mind and body such as mannerisms and dialect); 
objectified (cultural goods such as an art collection or an expensive watch), and institutionalized (credentials 
and qualifications such as a college degree). Social capital and cultural capital can be transformed into 
economic capital. In contrast to Bourdieu, Coleman (1988) conceptualizes social capital as social norms, 
obligations and expectations, and “information channels.” While Bourdieu (1977; 1986) stresses the 
importance of economic capital, Devine (2004) argues that economic, social, and cultural capital are 
inextricably intertwined and therefore of equal importance in the reproduction of class position.  
 
Habitus is a “structuring structure,” a mental framework, or set of dispositions, which unconsciously 
guide perceptions, attitudes, and behavior (Bourdieu, 1984). Habitus reflects the internalized or embodied 
norms of an individual’s social group and is imparted to the individual primarily through socialization by the 
family, therefore habitus is an internal manifestation of external social structure. Habitus, while unique to 
the individual, tends to be similar among those of similar social positions. Habitus shapes patterns of 
thought and behavior but does not determine them. Together, cultural capital and habitus explain class 
differences in educational attainment; higher levels of cultural capital and a middle- or upper-class habitus 
facilitate educational success, although this success is attributed to individual aptitude (Bourdieu, 1977; 
Bourdieu & Passeron, 1990).  
 
Financial literacy is one component of habitus and represents the intersection of economic capital and 
cultural capital. According to Moschis and Churchill (1978) individuals acquire consumer-related skills and 
knowledge, or financial literacy, through consumer socialization. The conceptual model of consumer 
socialization consists of three parts: 1) antecedent variables such as social class and life cycle position; 2) a 
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socialization process in which socialization agents (family, media, school, and peers) convey consumer-
related norms, attitudes, and behaviors via modeling, reinforcement, and social interaction; and 3) learning 
outcomes manifested as decisions and behaviors related to purchasing and consuming (Mochis & Churchill, 
1978). Combining the concepts of cultural capital, habitus, and consumer socialization enables us to better 
understand students’ attitudes toward student loan debt and the influence student loan debt has on students’ 
education-related behavior.  
Prior Research 
 
The College Decision Making Process 
 
Easy accessibility of loans and competition among institutions for students has transformed the college 
decision-making process. Students’ focus has expanded from comparing academic programs to include 
comparing amenities (Best & Best, 2014; Mumper & Freeman, 2011), students and parents have become 
more tolerant of higher costs (Fossey,1998), and in some cases, in addition to education expenses, loan 
proceeds are used to support “prematurely affluent” lifestyles (Shaffer, 2012). In general, parents are 
students’ main source of financial information about college, followed by high school counselors and 
teachers, and then college institutions’ websites (George-Jackson & Gast, 2014), but this differs for lower 
income students whose main sources of financial information about college are in order, counselors and 
teachers, college representatives, friends and classmates, institutions’ websites, and finally parents (De La 
Rosa, 2006). Although information about financial aid is widely available to students in high schools along 
the socio-economic spectrum, the comprehension and utility of such information varies according to 
parents’ educational background and financial status (De La Rosa, 2006; Perna, 2008). 
 
Habitus significantly influences perceptions of college affordability, expectations for attending college, 
and financing decisions. For lower income families, incomplete information about college costs and the 
availability and coverage of financial aid contribute to a habitus in which college attendance is not seen as a 
realistic alternative (Perna, 2006). Such a habitus influences students’ early high school behaviors and 
choices long before they receive information about financial aid, at which point it may be too late for some 
to engage in behaviors that would make them competitive candidates for college admission or prepare them 
for success (St. John, 2006). Habitus also leads many potential students from lower income families to 
underestimate the value of a college degree (McDonough & Calderone, 2005; Xue & Chao, 2015) although 
according to calculations made by Avery and Turner (2012) college is a sound investment for most students. 
Habitus influences perceptions and understanding of loans and willingness to borrow (De La Rosa, 2006; 
Perna, 2006). Many students for whom college attendance is dependent upon financial aid choose not to 
borrow due to negative attitudes acquired from their parents about debt, fear of economic burden, 
underestimation of the value of college, and lack of understanding about loans (Xue & Chao, 2015). 
McCabe and Jackson (2016) identify four pathways to financing college that depend on students’ 
backgrounds: white students with college educated parents are able to take advantage of their parents’ 
economic and cultural capital; white first-generation college students receive partial financial support from 
their parents; black students with college educated parents use their parents’ social capital to access financial 
resources from various sources; and black and Latino/a first generation college students navigate the 
process on their own. 
 
Financial Literacy 
 
Students’ family backgrounds influence their level of financial literacy, an important form of cultural capital, 
which is defined as "the ability to use knowledge and skills to manage financial resources effectively for a 
lifetime of financial well-being" (President’s Advisory Council on Financial Literacy, 2008). Parents are the 
most important factor in the financial socialization of young adults and those whose parents are positive 
financial role models make better financial decisions (Shim, Barber, Card, Xiao, & Serido, 2010). Financial 
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literacy is necessary in order to make sense of college costs, financing options, and increasingly complicated 
student loans.  
 
Parents and students alike are poorly informed about the different types of college expenses, as well as 
the eligibility requirements, availability, and coverage of financial aid (George-Jackson & Gast, 2014; Perna, 
2006). Financial literacy affects students’ understanding and awareness of debt. Andruska and her colleagues 
found that 13% of a sample of Iowa State University Students reported having no student loan debt, when 
in fact they did, and more than 37% underestimated their amount of student loan debt (Andruska, Hogarth, 
Fletcher, Forbes, & Wohlgemuth, 2014). Students whose parents had taught them financial literacy skills 
were more informed about their student loan debt. A lack of financial knowledge and understanding of the 
financial aid process keeps many eligible students from applying for financial aid. Approximately two million 
students each year fail to complete the FAFSA which renders them ineligible to apply for financial aid 
(Kantrowitz, 2009; King 2004) for reasons including complexity of the form and financial aid process 
(Tierney & Venegas, 2007; Venegas, 2007).  
 
The college decision-making process requires future thinking, comparing current costs of college and 
college financing to estimated future earnings, debt service and future expenses. Lacking financial literacy, 
students are unable to estimate their potential earnings and corresponding ability to manage and pay off 
their student loan debt. Rothstein and Rouse (2011) argue that student debt is a small enough percentage of 
the lifetime earnings of an average college graduate that it is the “ideal mechanism for financing college 
education” (p. 162). Still, lower income students and their parents are more likely to perceive the risk 
associated with student loan debt as too high and therefore to be avoided (George-Jackson & Gast, 2014). 
 
Perceptions of Student Loan Debt and Related Behavior 
 
Popular media characterizes students as being “crushed by student debt”, “unfairly squeezed by student 
debt”, “drowning in student debt”, or having their lives “ruined by student debt.”  Not surprisingly, many 
students report experiencing negative attitudes and anxiety due to their student loan debt (Archuleta, Dale, 
& Spann, 2013; Norvilitis & Batt, 2016). However, research also indicates that many students believe the 
benefits of borrowing exceed the costs and acknowledge that student loans enable them to transition to 
college directly from high school, attend the institution of their choice, and pursue a well-paying career 
(Baum & O’Malley, 2003; Baum & Saunders, 1998; Perna, 2008). 
 
The impact of student loan debt on psychological functioning appears to depend on income level; 
Walsemann, Gee, and Gentile (2015) found that borrowing was associated with poorer psychological 
functioning among students from higher income families and improved psychological functioning among 
students from lower income families. The researchers suggest this difference may be attributable to poorer 
students’ beliefs that loans will facilitate upward mobility. Britt and her colleagues (2017) suggest that 
financial stress experienced by student borrowers is more a function of their perception that they have a high 
student loan balance irrespective of their actual student loan balance (Britt, Ammerman, Barrett, & Jones, 
2017). 
 
Results from national student loan surveys indicate the majority of borrowers suffer no economic 
hardship in repaying their loans, experience expanded career opportunities, and their ability to marry, have 
children, or purchase a home is not impaired (Baum & O’Malley, 2003; Baum & Saunders, 1998).  Although 
slightly more than half report feeling burdened by their debt, more than two thirds credit student loans with 
enabling them to complete college, and almost three quarters report being satisfied with their decision to use 
student loans to finance their education (Baum & O’Malley, 2003). 
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Financing decisions and finance-related behavior impact academic success. According to King (2002), the 
most productive strategy for students is to combine loans with part-time work, yet most students choose to 
borrow less and work more assuming it is less costly, when in fact, it tends to lengthen time to degree. 
Students facing financial pressure, especially those from lower-income and working-class backgrounds, are 
more likely to prioritize financial needs over academic needs, often choosing behaviors not conducive to 
academic success, such as skipping meals, increasing credit card debt, working longer hours, taking more 
courses per semester, and not purchasing required textbooks (Soria et al., 2014).   
                      
Methods 
 
Participants 
 
Participants were drawn from a large public university located in northwest Georgia with a student 
population of about 35,000. In 1993 the state of Georgia instituted a merit-based grant program, the HOPE 
scholarship, funded by proceeds from a state lottery1. To be eligible for the grant, students must graduate 
from a Georgia high school with a grade point average of 3.0 on a scale of 4.0, attend a college or university 
within the University System of Georgia, and maintain a cumulative GPA of 3.0 at 30, 60 and 90 semester 
hour checkpoints (GAFutures, 2017). Over time the coverage of the grant has decreased substantially; for 
the Fall 2015 semester, the HOPE scholarship covered between 58% - 68% of tuition and mandatory fees 
depending on institution, with no coverage for books or living expenses (Suggs, 2014). On average, less than 
one third (29.6%) of students receiving the grant maintain it throughout their college career, with about one 
half of students losing eligibility during their first year (Diamond, 2011). 
 
The study’s target population was approximately 32,000 undergraduate students enrolled during the fall 
semester of 2016. Data indicate that 61% of undergraduates at 4-year public colleges and universities in 
Georgia carry student loan debt (The Institute for College Access and Success, 2016), therefore, a sample 
size of 362 was needed for a 95% confidence level to ensure that research findings were not due to sampling 
error (Dillman, 2007). The sample was identified using systematic cluster sampling stratified by four areas of 
study: Education, Business, Humanities/Social Sciences/Health and Human Services/Arts, and 
Science/Math/Architecture/Computing/Engineering. Each upper division course listed in the Fall 2016 
course schedule within each of the four areas of study was assigned a number. In each area of study a 
random number was generated as the first course selected, and four additional courses were selected based 
on proportionate intervals until 685 students were included. The researcher distributed the survey 
instrument and consent cover letter to students in twenty courses. Student participation was voluntary. The 
university’s Institutional Review Board determined a consent cover letter would suffice for obtaining 
participant permission while ensuring anonymity.  
 
A total of 429 students completed the survey, a participation rate of 62.6%.  Table 1 presents the sample 
demographics. The sample closely resembled the university population but contained a somewhat higher 
percentage of females (55% of the sample vs. 49% of the undergraduate population). About two thirds 
(66%) of the sample identified as White, 7% as Black, 9% as Hispanic, and 14% as Asian American. About 
40% of participants reported annual household income of less than $40,000, 37.7% reported annual 
household income between $40,000 and $70,000, and 20% reported annual household income greater than 
$70,000. About one third (31.5%) of participants receive the HOPE scholarship.  More than one third 
(35.2%) of the sample reported having no student loan debt. Of those with student loans, 10.7% reported a 
loan balance of $10,000 or less, 41.3% reported a loan balance between $10,000 and $19,999, 20.4% 
                                                     
1 For analysis of Georgia’s HOPE program see Condon, Prince, & Stuckart, 2011; Cornwell, Mustard, & Sridhar, 
2006; Henry, Rubenstein, & Bugler, 2004). 
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reported a loan balance between $20,000 and $29,999, and 27.6% reported a loan balance of more than 
$30,000.  
 
Table 1 
 
Sample Demographics 
  
  N=429 % 
Gender    
Women 236 55.1 
Men 193 44.9 
Race/Ethnicity    
White 282 65.7 
   
Black 32 7.4 
Hispanic 38 8.9 
Asian American 61 14.3 
Other  16 3.7 
Age    
18-24 329 76.8 
25-29 82 15.9 
30 and older 18 7.3 
HHI    
< $40,000 176 41 
$40,000 - $70,000 163 38 
> $70,000 90 21 
Hours worked per week   
None 58 13.6 
< 20 or less 113 26.4 
21 - 30 168 30.9 
31 or more 90 29.1 
 
The survey instrument consisted of 32 closed ended and 8 open ended questions. 
 
Financial literacy was measured using ten true/false statements adapted from Hilgert, Hogarth, and Beverly 
(2003). Statements included the following: If you expect to carry a balance on your credit card, the APR is 
the most important thing to look at when comparing credit card offers; with compound interest, you earn 
interest on your interest as well as on your principal; All investment products bought at your bank are 
covered by FDIC insurance. Student loan awareness was measured using ten Likert-style questions adapted 
from Porter (1999). Students were asked to indicate their level of agreement (from 1 to 5, with 1 being low 
and 5 being high) with questions such as the following: I can explain the difference between subsidized and 
unsubsidized student loans; I know how much total student loan debt I have incurred so far during my 
college enrollment; I have a clear idea of how much my monthly student loan payments will be after 
graduation. Other variables were derived from closed-ended questions in which students were asked about 
the percentage of their college expenses financed by student loans, their current level of debt, from whom 
they received advice about paying for college, the length of time estimated to pay off their student debt, 
their level of concern about their ability to repay their loans, and number of hours worked per week. Open-
ended questions included: Please describe how you determined how much money to borrow?;  Please 
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describe how you feel about the amount of student loan debt you have accrued?; What decisions have you 
made about your education because of your student loans?; How do you think your student loan debt will 
affect your lifestyle after graduation?; and Is there anything you wish you had known before you took on 
student loan debt? 
Results 
 
Descriptive statistics were used to organize the quantitative data and examine relationships between 
variables and thematic analysis (Braun & Clarke, 2006) was used to analyze the textual data generated from 
the open-ended questions. Table 2 presents the results of the descriptive analyses and Table 3 presents the 
results of the thematic analyses. 
 
 Among study participants, the mean score on the financial literacy measure was 7.23 (SD = 1.71); in 
other words, participants scored an average of 72.3% on financial literacy. About 21% of participants had 
low levels of financial literacy, while 49.1% and 29.6% had moderate and high levels respectively. For 
participants with student loans, the mean score on the student loan awareness measure was 3.36 (SD = 
0.78); in other words, participants’ level of knowledge about student loans averaged 67.2%. About 13% of 
participants had very low levels of student loan awareness, while 21.3% had low levels, 44.3% had moderate 
levels, and 21.5% had high levels of student loan awareness. Participants with higher household incomes 
tended to have higher scores on the financial literacy and student loan awareness scales.  
 
Table 2 
 
Descriptive Statistics 
       
Levels of Financial Literacy   N=429 % Source of Advice  N=279 % 
Very low (0-2.4) 0 0.0 Parents 157 56.4 
Low (2.5-4.9) 91 21.3 College admissions staff 47 16.8 
Moderate (5.0-7.5) 211 49.1 None 30 10.7 
High (7.6-10) 127 29.6 Online sources 26 9.2 
Levels of Loan Awareness  N=279 % Spouse/partner 10 3.7 
Very low (10-19) 31 11.2 Other 9 3.2 
Low (20-29) 59 21.3 Estimated time to pay off N=279 % 
Moderate (30-39) 124 44.3 < 5 years 46 16.4 
High (41-50) 65 23.2 6-10 years 84 30.0 
Amount Financed N=279 % 11-15 years 72 25.9 
25% or less 60 21.4 16-20 years 35 12.7 
26- 50% 79 28.2 > 20 years 42 15.0 
51-75% 68 24.5 Ability to repay N=279 % 
More than 75% 72 25.9 Not at all concerned 6 2.3 
Loan Balance N=279 % Not very concerned 44 15.9 
$10,000 or less 30 10.7 Concerned 89 31.8 
$10,000-$19,999 115 41.3 Very concerned 68 24.1 
$20,000-$29,999 57 20.4 Extremely concerned  72 25.9 
$30,000 or more 77 27.6       
 
RQ1: How do students decide how much to borrow? 
 
Of those with student loans, 21.4% report financing 25% or less of their college costs, 28.2% report 
financing between 26% and 50% of their college costs, 24.5% report financing between 51% and 75% of 
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their college costs, and 25.9% report financing more than 75% of their college costs. Almost all (96.4%) of 
those with student loans have federal loans, and 26.9% of those with a federal loan also have some form of 
private loan. More than half (57.3%) of those receiving the HOPE scholarship also have a student loan. 
Loan balances for Hope recipients are on average 42.7% lower than those not receiving the scholarship. 
 
Table 3 
 
Thematic Responses    
How participants determined how much to borrow N=279 % 
Parent(s) determined amount 90 32.1 
Calculated estimated costs 54 19.3 
Guessed  54 19.3 
Borrowed as much as possible  41 14.6 
How participants feel about amount of debt 
incurred*    
Overwhelmed, anxious, or scared 160 57.5 
It's normal, expected 76 27.1 
It could be worse 37 13.2 
They were uninformed 32 11.3 
Positive 6 2.0 
Education-related decisions*    
Increased hours worked 91 32.7 
Did not buy required textbooks 85 30.5 
Postponed or chose not to attend graduate school 69 24.6 
Increased credit hours taken per semester 44 15.6 
Decreased credit hours taken per semester 34 12.1 
Changed majors 21 7.7 
Took a semester off 19 6.9 
Anticipated effects on post-graduation lifestyle*    
Will need to manage spending 165 59.1 
Not much of an effect 136 48.7 
Significant impact 68 24.4 
Worried about ability to purchase home 65 23.2 
What participants wish they had known*     
Information about financial concepts and loan terms 90 32.1 
Alternative methods of financing college 82 29.4 
* Participants indicated responses in more than one 
category   
 
The most frequently cited source of advice about student loans was parents (56.4%), followed by college 
admissions staff (16.8%), and online sources (9.2%). Almost 11% of those with student loans reported 
receiving no advice about student loans. Responses to the question asking participants how they determined 
how much to borrow fell into four main categories. About 20% of participants indicated they calculated an 
amount based on estimated costs. Another 14.6% said they took as much as possible, as one participant 
explained, “Almost every year, I take as much as I was offered because I was afraid of not having enough to 
get by.” About one third reported that their parent(s) determined the amount they should borrow, as one 
participant described, “My mom does it based on what I need.” This participant did not know the amount 
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of her loan balance even though the loans are in her name. Another participant in this category, a transfer 
student, had attended a more expensive school for her first two years and explained: 
 
My parents told me not to worry about money. They ended up signing me up for loans  
and I unknowingly signed off on them because I didn’t understand that I might have  
been able to pay for most of my college with grants and scholarships. 
 
 She clearly regrets leaving the decision up to her parents. A fourth category of participants (19.2%) said 
they guessed, as this student explains,  
 
I was the first person in my family to attend college and I honestly had no real basis for my decision on 
how much money to borrow. I assumed the money offered would be based on the average cost of 
attendance. I know better now.  
 
This participant, a senior, reported one of the highest loan balances in the sample ($60,000). Not 
surprisingly, students with higher levels of financial literacy and student loan awareness were more likely to 
use information about costs of attendance and living expenses to determine how much to borrow, while 
those with lower levels of financial literacy and student loan awareness, took as much as they were offered, 
relied on the advice of parents, or guessed. Many participants described having difficulty navigating the 
maze of financial aid paperwork and understanding requirements and terms. Some students also reported 
having trouble getting necessary financial information from non-custodial parents.  
 
RQ2: How do students perceive their student loan debt? 
 
When asked how they felt about the amount of student loan debt incurred, several themes emerged. More 
than half of participants (57.5%) said they felt overwhelmed, anxious, or scared about the level of student 
debt they have incurred, as one student described his frustration, “It might as well be a million dollars.” 
Another common theme was the “normalization” of student debt (27.1%), as this participant described:  
 
At first it was a bit overwhelming, even taking out the comparatively small $1000 or so that I did the first 
time I needed it, as I had simply never purchased something, I wasn’t immediately able to pay for. In 
other words, if I couldn’t pay for it with whatever money I had, I just didn’t get it. At this point, however, 
the idea of taking out loans is nothing more than a necessity. I don’t have a choice; it’s either take out 
loans or don’t go to college.  
 
A third theme was the idea that “it could be worse” (13.2%).  Many participants noted that their level of 
debt was “not nearly as bad as other students” and this alleviated their concern. A fourth theme reflected 
the opinion that participants did not know what they are getting into, that they were uninformed (11.3%), 
and some even reported feeling that they had been “duped.” Finally, a small number of participants (2.0%) 
framed their debt in a positive way, for example, “I feel good about it. I feel privileged to at least be able to 
obtain a degree.” 
 
Fully half of participants reported being very concerned or extremely concerned about their ability to 
repay their student loans. Almost a third (31.8%) reported being concerned and 18.2% reported being not 
very or not at all concerned about repayment. Anticipating the effect their student loan debt would have on 
their post-graduation lifestyle, about half of participants (48.7%) were somewhat sanguine, as one reported, 
“I don’t believe it will affect me too much.” Most (59.1%) noted they would have to live on a budget, or just 
have to manage their spending. About a quarter (23.2%) of participants were concerned about the potential 
impact on their credit scores and on their ability to buy a home, and therefore felt pressure to find job with 
an adequate salary immediately upon graduation. Another quarter (24.6%) believed their lifestyle would be 
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significantly impacted and predicted dire circumstances, such as living in poverty, needing to “dedicate 
[their] entire life to student debt” and experiencing psychological distress. Participants’ responses reflected 
popular discourse as students situated their individual experience of debt within the larger context of 
student debt as a social problem. Most students perceived student loans as negative and to be avoided, and 
yet they had no alternative. This negative perception also fueled concern about their ability to repay their 
loans in the future.   
 
Table 4 
 
Crosstabulation of Level of Concern by Loan Balance 
   
  Loan Balance 
  
Less 
than  $10,000 - $20,000 - $30,000  
  $10,000  $19,999  $29,999  
and 
more 
Level of Concern % % % % 
Not at all concerned 16.7 0.9 0.0 0.0 
Not very concerned 23.3 22.6 5.3 10.4 
Concerned 23.3 37.4 36.8 23.4 
Very concerned 16.7 20.0 28.1 31.2 
Extremely 
concerned 20.0 19.1 29.8 35.1 
  Total  100.0 100.0 100.0 100.0 
 
Table 5  
 
Loan Payments as a Percentage of Monthly Pay  
    Percent  Percent 
  Monthly 
Monthly 
Pay 
Monthly 
Pay 
Loan Balance Payment Years 1-5 Years 6-10 
$10,000 $101  3.6 3.0 
$15,000 $151  5.4 4.6 
$20,000 $202  7.3 6.1 
$25,000 $252  9.1 7.6 
$30,000 $302  10.9 9.1 
$35,000 $353  12.7 10.6 
$40,000 $403  14.5 12.2 
 
Table 4 presents a crosstabulation analysis of participants’ level of concern about their ability to repay 
their loans by their loan balance. In order to examine whether participants’ level of concern was appropriate 
for their loan balance, I calculated loan payments as a percentage of estimated monthly pre-tax pay (see 
Table 5). Loan payment amounts were obtained from the “repayment estimator” provided by the Office of 
Federal Student Aid (2019). Estimated monthly earnings were calculated using synthetic work-life earnings 
estimates (Julian & Kominski, 2011). The median annual earnings of an individual aged 25-29 with a 
bachelor’s degree is $33,202 and the median annual earnings of an individual aged 30-34 with a bachelor’s 
degree is $39,740. For example, monthly payments on a $10,000 loan with an interest rate of 3.9% over ten 
years would be $101, which is 3.6% of monthly pay for years 1-5 after graduation, and 3.0% of monthly pay 
for years 6-10. Using 10% of pre-tax income as a benchmark for monthly student loan payments (Baum & 
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Schwartz, 2006; U.S. General Accounting Office, 2003) participants in this study with debt up to $30,000 
should have minimal concern about their ability to repay. However, 60.0% of students with less than 
$10,000 of debt report being concerned, very concerned or extremely concerned, 76.5% of students with 
$10,000- $19,999 of debt report being concerned, very concerned or extremely concerned and 94.7% of 
students with $20,000- $29,999 of debt report being concerned, very concerned or extremely concerned.   
 
RQ3: How does financial literacy influence students’ perceptions of their student loan debt? 
 
Financial literacy did influence how participants thought about their debt. Those with lower levels of 
financial literacy and student loan awareness were more likely to report negative feelings about their level of 
debt, regardless of the actual balance. Those with higher levels of financial literacy and student loan 
awareness were more likely to perceive their debt in a positive manner, as a savvy financial strategy, and as 
an investment in their future.  
 
Two main themes emerged in response to the open-ended question asking participants what they wish 
they had known prior to taking out student loans. The first theme, reported by 32.1% of participants, 
concerned a lack of understanding about financial concepts and terms of loans. Many participants had not 
understood the difference between subsidized and unsubsidized loans. Many did not understand the 
concept of accrued interest or the effect it would have on their loan balance and reported they would have 
made different decisions had they understood this. One participant’s mother advised her to defer payments 
on her loan until after graduation and she now wished that she had started making payments sooner. Many 
had no idea what their payments would be, or how long it would take them to repay their loan. The second 
theme, reported by 29.4% of participants, concerned the lack of awareness about financing college, 
especially regarding alternatives to loans. Many participants said they wished they had obtained information 
about grants and scholarships prior to applying for loans. As one participant explained: 
 
I wish I had either been informed of the process before entering college or been made aware of the 
resources available to learn about it. Coming from a family who has never had anyone attend college, I 
had to learn every single aspect about financial aid and how to take out loans by reading about it online. 
It has been very much touch and go. 
 
This comment reflects the impact a lack of knowledge about college financing had on this first-
generation college student. In contrast, responses from students who had no debt indicated that they (and 
their parents) were much more informed about the process of paying for college. Many reported that they 
began saving for college themselves, some spent their first two years at a community college, while others 
were aggressive in seeking out scholarships and grants.  
 
RQ 4: How do students’ perceptions of their student loan debt influence their education-related 
behavior? 
 
Participants who perceived their debt as a burden made use of several strategies to manage their debt.  Many 
increased the number of credit hours taken per semester in order to graduate sooner, while others decreased 
the credit hours taken per semester. Those who reduced their credit hours did so primarily in order to 
increase the number of hours they could work. Almost one third of participants reported increasing the 
numbers of hours worked due to their student debt. Only 13.6% of participants with student loans did not 
work, while 26.4% worked 20 hours/week or less, 30.9% worked between 21 and 30 hours/week, 29.1% 
worked 31 hours/week or more. Those participants who worked 31hours/week or more acknowledged the 
difficulty of balancing school and work, for example, “I’m working 40 hours a week to help pay off loans I 
already have, and this is affecting how much time/effort I can put towards school.” These participants are 
also frustrated because this strategy increases their length of time to graduate. A few students reported 
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thinking about dropping out, while many actually “stopped out,” or took time off from school to save or 
earn money, for example, “I took time off to work two jobs to pay off chunks of debt.” 
 
 Many reported foregoing or postponing graduate school either because they would have to incur 
additional debt or to pay off their undergraduate debt first. Others made significant academic decisions such 
as changing majors, not declaring a minor, and transferring to another institution with lower tuition. Other 
strategies included joining the military, living off campus, not taking summer classes, and not buying 
required textbooks. Many participants sought to “protect” their GPA in order to maintain the HOPE 
scholarship and to avoid having to repeat a required course. Most participants used a combination of these 
strategies. None reported seeking advice from a faculty member or financial aid counselor. 
 
Discussion and Implications for Practice 
 
The purpose of this study was to examine the influence student loan debt has on college students’ attitudes 
and their education-related decisions. Participants’ descriptions of their college financing and loan decision-
making processes reflect their level of household income as predicted by McCabe and Jackson (2016). The 
portion of the sample with no student debt (35.3%) reports higher levels of household income and consists 
primarily of students who received the HOPE scholarship and whose parents funded those expenses not 
covered by the state grant. Students with the HOPE scholarship described a parent-driven strategic process 
begun at the start of high school, which entailed a keen focus on grade achievement geared toward earning 
the state grant.  
 
More than half of participants with student loans report feeling overwhelmed, anxious, or scared about 
their level of debt. One third of participants are concerned about being able to repay their debt, while half 
are very or extremely concerned about repayment. This is significant because stress related to student loan 
debt affects students’ mental health (Walsemann et al., 2015), impedes academic progress (Britt, Mendiola, 
Schink, Tibbets, & Jones, 2016) and decreases persistence (Britt et al, 2017; Hogan, Bryant, & Overmyer-
Day, 2013). For the most part though, participants’ negative perceptions and fears are out of proportion to 
their actual level of debt, as loan balances reported by most participants (72.4%) appear to be within 
acceptable levels relative to expected lifetime earnings for an average college graduate (Baum & Schwartz, 
2006; U.S. General Accounting Office, 2003). These heightened negative perceptions could be due to media 
representations of student loan debt as a social problem, participants’ lack of financial literacy and student 
loan awareness, and uneasiness about their post-college employment prospects. In response to feeling 
overwhelmed by their student loan debt, many participants make education-related decisions that are 
counterproductive, such as increasing credit hours per semester, increasing work hours, and foregoing 
required textbooks (Soria et al., 2014). 
 
The students in this study wish they had known more about loans, especially the concept of accrued 
interest. Few students understood how much their loan balance would increase by the accrual of interest, 
and upon realizing this, many feel they had been taken advantage of or deceived. Although most participants 
have moderate to high scores on the financial literacy (78.7%) and student loan awareness (65.8%) scales, 
they exhibit a lack of knowledge regarding the details of their own loans (Andruska et al., 2014; Perna, 
2006). This suggests that participants’ consumer socialization provides inadequate preparation for navigating 
the complexities of the student loan market. Consumer socialization during adolescence occurs via 
observational learning (of parents) and formal learning (in high school and at work) (Shim et al., 2010), thus, 
it is embedded within one’s habitus. Shim and her colleagues found that parents had significantly more 
influence during the consumer socialization process than school or work, and of the three, only parental 
influence endures into the college years. In this study, participants with higher levels of financial literacy and 
student loan awareness made better decisions about student loans, were less concerned about their ability to 
repay them, and were more likely to perceive their loans as a means to an end, an acceptable financial 
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strategy, instead of as insurmountable “crushing debt” (Hilgert et al., 2003; Kotlikoff & Bernheim, 2001). 
Consumer socialization, therefore, reproduces social class through its influence on access to higher 
education, degree attainment, and claims on post-graduation income.  
 
This study contributes to our understanding of the student loan issue from the perspective of students 
themselves. One important finding is that most students feel they lack the financial knowledge necessary to 
make informed decisions about financing their college education. Financial education in high school 
improves financial literacy (Shim et al., 2010), yet only forty states provide personal finance curriculum in 
high school and requirements vary widely. Five states require a full semester of instruction, six states require 
15 hours or more, and 29 states require less than 15 hours (Pelletier, 2017). For example, Georgia high 
schools provide 17 hours of personal finance instruction embedded in an economics course, which does not 
cover material related to student loans. High schools should provide a level of instruction in personal 
finance sophisticated enough to enable students to make informed decisions about using loans to finance 
college. High schools could collaborate with financial services firms to have their employees provide 
seminars on financing college as a form of community service. High school counselors should be 
appropriately trained to provide information about various strategies for financing college. 
 
A second important finding is that many students lack awareness of their specific loan situation. Students 
often have multiple sources of financing with varying terms and conditions. Less than half know the amount 
of their loan balances, much less the details of interest rates, accrual and deferment policies, and terms of 
repayment (Andruska et al., 2014). Students need to be aware of these details and their impact on future 
education-related choices. A third finding is that most students are overly stressed about the level of debt 
they have incurred. Britt and her colleagues (2017) suggest that much financial stress could be alleviated by 
having students meet regularly with a financial counselor to discuss the status of their debt and to develop a 
debt management plan. Although institutions offer financial counseling in some form, many students are 
unaware of these services (Britt et al., 2017) or fail to utilize them (Lim, Heckman, Montalto, & Letkiewicz, 
2014). Federally mandated entrance and exit counseling is minimally informative and largely ineffective 
(Johnson, 2012). One way to address students’ lack of awareness of their loan situation and assuage their 
financial stress would be to have them complete an annual review of their loan status in the context of their 
academic progress. Institutions are increasing their focus on improving student retention, progression, and 
graduation (RPG) rates. They could address student loan issues as an RPG initiative and allocate funding to 
provide in-person financial counseling in conjunction with academic advising as a holistic approach. 
Academic departments or student organizations could sponsor seminars in which financial professionals 
teach students the skills needed to manage their student loan debt and develop a repayment plan that 
accounts for future earnings and other claims on their income.   
 
Data for this study are derived from undergraduate students at one university at a single point in time, 
therefore limiting the generalizability of results. However, this study enhances our understanding of 
students’ perceptions of student debt and how those perceptions impact the decisions they make. It is 
important for educators and policy makers to understand the influence financial literacy and loan awareness 
have on college students’ success. Future research should focus on ways to improve students’ financial 
literacy, empower students to competently manage their student loans, and increase awareness of available 
institutional support services.  
 
Education remains the most effective means of achieving social mobility in the U.S. Student loans are a 
useful and increasingly necessary tool for educational attainment, however, successful utilization of student 
loans demands a sufficient level of financial literacy. Students and their parents must be better informed 
about financial products, their terms, costs and alternatives. The rapid and extreme increase in college costs 
and the resultant transformation in college financing is yet another means by which social inequality is 
reproduced, one that even Bourdieu might not have anticipated.  
Markle: Crushing Debt or Savvy Strategy? Financial Literacy and Student Perceptions of their Student Loan Debt 
 
Journal of Student Financial Aid  Center for Economic Education at the University of Louisville  Vol. 49, N1, 2019              15 
Nexus: Connecting Research to Practice 
• Undergraduate students lack the financial literacy necessary for effective decision-making 
regarding the use of student loans to finance college. The personal finance education 
provided in high school is insufficient for this purpose. High schools could collaborate 
with accounting and financial services firms to provide seminars on college financing as a 
form of community service. High school counselors should be appropriately trained to 
provide information about various strategies for financing college. 
 
• A majority of students feel overwhelmed by their student loan debt and their concern 
about repayment appears to be out of proportion to their actual level of debt. Students 
often make financially driven academic choices that negatively impact their progression to 
graduation. Students should be encouraged to annually review their loan status in the 
context of their academic progress. As an RPG initiative, institutions could provide 
funding to provide individual student loan reviews and financial counseling in conjunction 
with academic advising. Academic departments or other campus organizations could 
provide workshops in which financial professionals provide students with the tools needed 
to effectively manage their student loan debt. 
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